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KEY ECONOMIC INDICATOR 
(In millions of current Sudanese pounds unless otherwise noted) 


88/89 89/90 90/91 91/92 


Domestic Economy 

Population (millions) 23.9 24.6 25.3 26.0 
Population growth (%) 2.9 2.9 2.9 2.9 
GDP (87/88 prices) 43,200 40,700 42,500 44,300 
Per cap. GDP (87/88 prices) 1,808 1,655 1,681 

GDP (81/82 prices) 7,143 6,676 6,787 

Inflation (%) (1) 73.2 54.7 95.1 


Sectoral GDP (81/82 prices) 

Agriculture 2,591 2,065 2,014 
Industry (2) 1,081 1,017 lL, ie 
Government Services 738 811 782 
Other Services a, f20 2,783 2,821 


Government Operations, Money Supply and Debt 

Government Revenue 6,306 8,349 15,663 32,700 
Government Expenditure 14,110 18,072 23,920 43,044 
Budget Deficit -7,804 -9,723 -8,258 -10,344 
Deficit as % GDP -9.6 -3.9 N/A 


Money and Quasi-money 26,893 36,860 N/A 
Grow. Money Supply (%) 49.4 37.1 

Ext. Debt (millions $) 13,493 14,647 

Exchange Rate 4.5 4.5 

Commercial Rate 11.45 12.20 


Balance of Payments (in millions of U.S. dollars) 

Imports (C.I1.F.) -1,224 -1,235 -1,397 
From the U.S. 108 81 42 

Exports (F.0O.B.) 550 443 345 
To the U.S. 23 20 16 

Balance of Trade -674 -592 -1,072 

Balance of current Acc. -1,219 -1,218 -1,836 


Principal U.S. Exports (Jan-June 1991): Gum Arabic ($7.6M), Hides 
and Skins, ($984,000). 


Principal U.S. Imports (Jan-June 1991): Foodstuffs ($21M), Off-highway 
dumpers ($1.2M), Piston Engine Parts ($969,000). 


NOTES: 
(1) Figures for 1990/91 based on 10-month data. 


(2) Includes mining and quarrying, manufacturing, electricity and water, and 
construction. 


(3) Figures are based on the official exchange rate which is constant. 
The commercial exchange rates show a trend towards depreciation. 
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SUMMARY 


Sudan's economy continued its downward slide over 
the fiscal year ending June 30, 1991. Gross domestic 
product remained stagnant, exports declined, and imports 
increased as the Sudanese economy suffered under the 
continuing economic impacts of a 2-year drought, an 
8-year civil war, and erratic government efforts at 
economic reform. 


The pervasive involvement of the National 
Salvation Government in all aspects of the economy has 
brought mixed results. While productivity and 
investment have languished, the government has achieved 
modest success in easing shortages of essential 
commodities. By loosening foreign exchange controls, 
the government has encouraged more goods onto the 
commercial market, but prices remain at historically 
high levels. 

Inflation, fueled by deficit spending and an 
expansionary monetary policy, soared to a record 95 
percent over the first 10 months of the FY 1991. Given 
the inflationary climate, the chronic shortage of hard 
currency, and a debt overhang estimated at $15 billion, 
commercial opportunities for U.S. firms remain 
constrained. However, the government's initial tentative 
efforts to privatize government-owned corporations, to 
liberalize trade, and to decontrol exchange rates provide 
some hope that economic performance may yet show future 
improvement. 


NOMIC PERFORMANCE 


Sudan's economy, according to nearly all economic 
indicators, continued its downward slide in fiscal year 
1990/1991 (July 1, 1990 to June 30, 1991). Gross 
domestic product (GDP), the broadest measure of economic 
performance, remained stagnant in inflation-adjusted 
(real) terms. With the population growth rate estimated 
at 2.9 percent, Sudan's projected per capita GDP for 
1991/1992 will be less than its per capita GDP 3 years 
ago. In dollar terms, at the official commercial 
exchange rate of 12.2 Sudanese pounds (LS) per dollar, 
1991/1992 per capita GDP comes to $140. 


While income has remained stagnant, prices have 
Climbed steadily. Inflation jumped to 95 percent over 
the first 10 months of 1990/1991 and figures for the 
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first 4 months of 1991 show annual inflation moving into 
the triple digit range. The financial crunch brought on 
by stagnant incomes and rising prices has meant a fall 

in living standards for much of the Sudanese population. 


A review of key economic indicators over the past 
decade clearly shows a long pattern of poor economic 
performance and poor resource management well before the 
current government came to power. High external debt, 
chronic budget deficits, unrealistic exchange rates, and 
a burgeoning parallel market were all liabilities that 
the National Salvation Government inherited when it came 
to power in June 1989. 


THE ROLE OF GOVERNMENT 


The new government placed a high priority on the 
need to reverse the general economic decline. The 
3-year Economic Salvation Program, formulated in October 
1989, set far-reaching goals to liberalize trade, 
privatize inefficient parastatal corporations, and 
stimulate private sector investment. So far, progress 
has been slow and results mixed. 


While the reasons for continuing poor economic 
performance are varied and complex, one overriding 
factor continues to be the role of the government. 
Although well intended, the National Salvation 
Government has been unable to extricate itself from the 
long-established Sudanese tradition of public sector 
involvement in nearly every aspect of private sector 
Operations. In its efforts to improve the living 
standards of the Sudanese people, the government has 
attempted to reform price and profit controls. Results 
have fallen short of expectations as producers and 
entrepreneurs are unwilling to take economic risks in 
the absence of suitable economic incentives. 


I RTS AND _E T 


In 1990, traditional exports such as cotton, gum 
arabic, sesame, and peanuts were economic casualties of 
the 2-year drought as well as government export price 
floors that frequently bore little relationship to 
international market prices. The decline of these 
traditional hard currency earners resulted in a trade 
deficit of more than $1 billion in 1990/1991 and further 
exacerbated the government's already precarious foreign 
exchange position. 
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Imports have largely remained stagnant at around 
$1.2 billion annually over the past several years. With 
the exception of foodstuffs, private sector import of 
commercial goods slowed to a trickle as traders were 
caught between the foreign exchange crunch 
and government policies which often forced them to sell 
goods at below actual costs. The resulting compression 
of imports created severe shortages of many consumer 
goods. 


THE I I - P 


The government has attempted to address commodity 
shortages through its Commercial Investment Import 
Program. To encourage more goods onto the commercial 
market, the government has steadily loosened foreign 
exchange controls. From its original position of 
prohibiting the acquisition of hard currency on the open 
market, the government moved in the summer of 1990 to 
permit open market purchases of hard currency at two 
times the commercial rate. In the first quarter of 
1991, the government further loosened controls, 
permitting licensed importers to.purchase foreign 
exchange at negotiated rates, so long as transactions 


were conducted within the commercial banking system. 


The more liberal exchange rate policy appears to 
be working as an increasing variety of essential 
commodities--wheat, rice, lentils, flour, cooking oil, 
soap, building materials, etc. are beginning to appear 
on the market. In what may be a major victory for 
proponents of economic reform, consumers show signs of 
accepting higher, nonsubsidized prices in exchange for 
more open markets. 


INFLATION NEY SU N ET DEFICIT 


With stagnant to declining revenues and 
increasing costs, the government has opted for a more 
expansionary monetary policy, with attendant 
inflationary consequences. Money and quasi-money 
expanded from LS 18 billion in 1988/1989 to almost LS 37 
billion in 1990/1991. In the last 10 months of that 
period, inflation, based on official government 
controlled prices, averaged more than 95 percent. [In an 
effort to dampen inflation, the government initiated a 
currency changeover in May 1991. Under a plan that 
swapped old for new currency, the government sought to 
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reduce money in circulation and force wider use of the 
commercial banking system, including use of checks 
rather than cash payments. Traditional cash-and-carry 
Sudanese commercial practices have made full 
implementation of the government plan problematic. 


High inflation has resulted in part from 
financing of chronic government deficits through the 
Central Bank. Government budget deficits ran between 10 
and 11 percent of GDP in recent years, but then dropped 
to about 4 percent in 1990/1991. However, large 
off-budget expenditures necessary to finance the ongoing 
war effort in the south have further fueled deficit 
spending. 


Declining government revenues have also 
contributed to large fiscal deficits. The decline has 
been due in part to inadequate collections of customs 
duties, the principal source of government revenue. 
Because customs valuations have been based on the 
official exchange rate of LS 4.5 to the dollar, customs 
revenues have been kept at artificially low levels. In 
1991/1992 however, the customs valuation rate will move 
to a uniform commercial rate of LS 12.2 to the dollar. 


This will have the effect of almost tripling revenues 
from customs duties. Major increases, however, are also 
forecast on the expenditure side, with a planned 30 to 
100 percent salary increase for all government workers. 
The government is again projecting a budget deficit of 
about LS 10.3 billion in 1991/1992. 


IMPLICATIONS FOR THE UNITED STATES 


With the decline in the Sudanese economy, the 
resulting shortage of hard currency, and an external 
debt estimated at $15 billion, Sudan's imports from the 
United States have fallen dramatically. In 1990/1991 
Sudan bought only about $42 million worth of U.S. 
exports, mostly foodstuffs, down from $108 million in 
1988/1989. Sudanese exports to the United States 
(principally gum arabic and hides and skins) accounted 
for only $4.7 million in 1990/1991. Barring a major 
turnaround in the Sudanese economy, the commercial 
environment for U.S. firms appears bleak. In the public 
sector, lack of hard currency reserves effectively 
constrains new development initiatives. The few 
international tenders issued by the government cover 
projects funded by international organizations or 
regional development agencies. These will remain the 


best prospects in the limited Sudanese market over the 
near term. 
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U.S. economic assistance to Sudan was terminated 
under Section 513 of the U.S. Foreign Assistance Act, 
when Sudan's democratically elected regime was replaced 
by the present government. Currently, American 
assistance is restricted to humanitarian relief for 
victims of drought and civil war. In 1991, the value of 
all U.S. Government humanitarian assistance to Sudan is 
estimated to exceed $150 million. 


In spite of greater economic incentives, a long 
history of government control of the economy has 
moderated response to new investment. The government 
has taken recent steps to stimulate private investment 
by offering for sale a number of major state-owned 
corporations, including Sudan Airways and the Sudanese 
Commercial Bank. The government is hoping that 
privatization of these and other facilities will provide 
a major boost to investment and is aiming to attract 
both foreign as well as domestic investors. 


On balance, while commercial prospects for the 
immediate future remain bleak, the government at least 
seems to be making positive moves to correct some of the 
more obvious distortions and imbalances in the economy. 


The efforts to decontrol prices, increase tax revenues, 
liberalize trade, and establish a more realistic 
exchange rate are all steps in the right direction. The 
government has set a timetable of 3 years to effect a 
complete restructuring of the economy. Two seasons of 
good rainfall and an end to the hostilities in the south 
would provide a major boost to economic reform goals. 
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